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WHAT IS THE NATIONAL ADVISORY COUNCIL ON AGING? 


The National Advisory Council on Aging (NACA) was created by 
Order-in-Council on May 1, 1980 to assist and advise the 
Minister of National Health and Welfare on issues related to 
the aging of the Canadian population and the quality of life of 
seniors. NACA reviews the needs and problems of seniors and 
recommends remedial action, liaises with other groups 
interested in aging, encourages public discussion and publishes 
and disseminates information on aging. In carrying out its 
responsibilities, NACA also works closely with the Minister of 
State Horr Seniors: 

The Council has 18 members from all parts of Canada. 
Members are appointed by Order-in-Council for two- or three- 
year terms and are selected for their expertise and interest in 
aging. They bring to Council a variety of experiences, 


concerns and aptitudes. 
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NACA'S POSITION IN BRIEF 


The National Advisory Council on Aging (NACA) endorses the 
federal government's efforts to reduce the national debt and to 
make the current sales tax system fairer. The Council is 
pleased that the government has modified its original proposal 
concerning the Goods and Services Tax (GST) and proposed a 
reduction of the GST rate. 


NACA believes that the GST proposal still 
requires modification to ensure: 
oO that seniors, especially those with a modest income, do not 
bear a disproportionate tax burden; and 


re) that it is consistent with current federal health policies. 


After study, the Council specifically: 

fe) calls for federal measures to reduce the regional impact of 
the GST on low-income seniors; 

fe) advises the federal government to ensure that the practice 
whereby federal sales tax credits are deducted from 
provincial social assistance benefits ceases; 

fe) advocates the full indexation of the GST credit and the 
income threshold at which eligibility for the credit 
begins, to guarantee continued protection for low- and 
modest-income seniors; 

re) strongly encourages the federal government to seek out 
eligible seniors to ensure a full take-up of the GST 
credit; and 

re) urges the federal government to revise the schedule of tax 
exemptions so that the pattern of health service 
utilization will not be biased: health and social services 
offered in the community by providers regulated by a 
recognized professional body should be exempted from the 
GST if these services are also offered, tax-exempt, in 
publicly-funded institutions. 
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NACA'S POSITION ON THE GOODS AND SERVICES TAX 
INTRODUCTION 


The National Advisory Council on Aging and over 100 senior 
Canadians consulted by NACA endorse the government's efforts to 
reduce the national debt and to make the tax system fairer. The 
position NACA developed reflects seniors' deep interest for the 
future of the Canadian economy to which they have contributed 
Significantly, their concern for fellow Canadians, especially the 
less privileged, and their commitment to the established values 
underlying the health system. The Council is pleased that the 
government has modified its original proposal concerning the 
Goods and Services Tax (GST) and proposed a reduction of the GST 
rate to be offset by cost-cutting measures applicable to the 
internal operations of government. 


In the view of the NACA, the federal government should 
continue to explore more ways of cutting expenditures and of 
stimulating economic development to minimize the necessity of 


increasing the tax burden on Canadians. 


NACA believes that the GST proposal still requires 


modification to ensure: 


ro) that seniors, especially those with a modest income, do not 
bear a disproportionate tax burden; and 


re) that it is consistent with current federal health policies. 


ihe THE NEED FOR MEASURES TO REDUCE THE REGIONAL IMPACT OF THE 
Gol. 


The implementation of the Goods and Services Tax as currently 
formulated would exaggerate existing inequalities in Canada. 

The amount of sales tax paid by consumers across the country 
would vary subject to the differences in existing provincial 
sales taxes. Seniors in the Atlantic provinces and Quebec would 
be the hardest hit: these provinces have the highest sales taxes 
and, excluding the Northwest Territories, the highest proportion 
of low-income seniors, i.e. seniors who receive the Guaranteed 
Income Supplement (GIS). (See table 1.) Furthermore, of these 
provinces, only Nova Scotia provides a modest income supplement 
to GIS recipients. 


NACA believes that it is the responsibility of the 
federal government to reduce the impact of the GST in 
regions where there is a high concentration of low- 
income seniors and an already high level of taxation on 


consumption. 


oe THE NEED TO STOP DEDUCTING FEDERAL SALES TAX CREDITS FROM 
PROVINCIAL SOCIAL ASSISTANCE BENEFITS. 


Some provinces treat the Federal Sales Tax (FST) credit as 
income in calculating social assistance benefits and they can be 
expected to do the same with the GST credit. Such a practice 
increases the economic burden for seniors who do not meet the 
residency requirements for Old Age Security (OAS) benefits and, 
thus, receive only welfare. 


In the view of this Council, the federal government 
should obtain the accord of the provinces to cease the 
practice whereby federal sales tax credits are deducted 
from provincial social assistance benefits. The GST 
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credit will be larger than the FST credit and its 
deduction from welfare cheques will impose even greater 
hardships on the poorest seniors. 


at THE NEED FOR CONTINUED PROTECTION OF LOW-— AND MODEST-— 
INCOME SENIORS THROUGH FULL INDEXATION. 


Claims have been made that seniors will pay less tax because 
they consume less than other age groups. But research has shown 
that income is a more important predictor of spending patterns 
than age: **1 In fact, some seniors may be required to spend more 
than younger adults on certain taxable items in order to offset 
physical or mental decline: they may need to purchase services 
to perform tasks that they can no longer do for themselves (e.g. 
accounting services, home and yard maintenance). Seniors will 
pay proportionately at least as much tax on the goods and 
services they consume as any other age group, but many of them 
will be less able to afford the added tax burden. 


Although the economic situation of seniors has improved 
substantially within the last decade, a large proportion still 
have low-to-modest incomes. The poverty rate is highest among 
the single elderly, particularly among women: 32% of unattached 
men and 46% of unattached women over 65 live in poverty. The 
majority of women who are now retiring receive less than 50% of 
the maximum allowable benefits? under the Canada Pension 
Plan/Quebec Pension Plan. Taxable incomes decline progressively 
for all age groups over 65; seniors aged 75 and older have the 
lowest income of any adult age group. 4 Yet many of these 
seniors--if not most--can expect to live for another decade.? 


am All notes are presented at the end of the text. 


The Council endorses the measures designed by the Department 
of Finance to offset the impact of the GST on lower-income 


Canadians, i1.e.: 


re) to make the GST credit considerably larger than the current 
FST - Credit; 
fe) to raise the income threshold so that taxpayers with an 


income under $25,000 will be eligible for the full credit; 
O to compensate for the higher expense of living alone by 
providing an additional credit to single persons; and 


re) to pay the GST credit in quarterly instalments. 


Initially, at least, these measures may protect most seniors 
from added hardship. However, the protection will diminish over 
time because the amount of the tax credit and the income 
threshold will be indexed to the cost of living minus three 
percent: in time, seniors receiving the GST credit will receive 
less reimbursement of the GST they will be paying, and fewer 
seniors will be eligible for the credit.© NACA is concerned that 
partial indexation will significantly erode the protection 


provided to low- and modest-income seniors. 


The Council has already expressed the same objection to the 
Minister of National Health and Welfare with respect to the 
application of the partial indexation formula to the income 
threshold for theutax-beck.of4Z0AS shbenefaesi: 


NACA considers that to shelter adequately the 
economically-disadvantaged beyond the first year of 

the implementation of the GST, the GST credit and the 
income threshold for credit eligibility should be fully 
indexed to the cost of living as are the Old Age 
Security and the Guaranteed Income Supplement. 


4. THE NEED TO ENSURE A FULL TAKE-UP RATE OF THE GST CREDIT. 


On the basis of census’ and taxation® data, the Council 
estimates that 69% of seniors and 83% of adults aged 45-64 filed 
an income, tax return in 1986. Seniors without a taxable net 
income, new senior immigrants, and those who are functionally 
illiterate or suffer from cognitive or sensory deficits likely 
constitute the majority of senior non-filers. NACA is concerned 
that many eligible seniors will not receive the GST credit 


because many seniors do not file income tax returns. 


Many of those seniors who did not file a return in 1986 
would have been eligible for the current FST credit: while 50% 
of all seniors had incomes below the $15,000 credit threshold, 
only 25% received the FST credit.8 In short, the take-up rate 
for the FST credit among seniors was 50% in 1986. How many of 
the majority of seniors eligible for the GST credit will in fact 
claim it? Possibly, the sizeable increase in the amount of the 
GST credit will be a strong enough incentive for eligible seniors 


to file an income tax return. 


Nevertheless, NACA strongly encourages the government 
to carry out its stated intention of actively seeking 
out seniors who are eligible for the GST credit. 
Special efforts to reach eligible individuals could be 
made by consulting the OAS or GIS registries and 
immigration files, as well as by collaborating with the 
social service community. 


Ds THE NEED TO AVOID BIASING HEALTH SERVICE UTILIZATION 
THROUGH TAX EXEMPTIONS. 


The current national health promotion framework? places a clear 
emphasis on the development of community-based health services. 


In light’ of this ‘policy’ direction iirnealthyer£e =.S" pugzing- erat 
the services exempted from the GST include all health services 
offered by publicly-funded institutions and clinics but exclude 
private and community-based practices which offer the same 
services. The GST as proposed shows inconsistency between 
federal health and revenue policies and will create an imbalance 


in the pattern of utilization of health services. 


In its report on the barriers to independent living faced by 
seniors, NACA identified physical health and mental well-being as 
the two major areas of difficulty. To live a reasonably 
satisfying life in the community, seniors must be able to prevent 
or manage physical problems and to cope with or overcome social 
and psychological difficulties which can trouble or isolate them. 
NACA has also learned that seniors prefer to handle their 
problems on their own as much as possible, relying on formal 
services only when necessary. When these services are necessary, 
NACA believes that they should be provided by community-based 
organizations, preferably in the senior's own home. The 
integration of community-based services in the health care system 
to promote the health of senior Canadians is a position also 
advocated by NACA. 


The problem with distinguishing between the delivery of 
services in institutions and in the community has been well 
articulated by the Canadian Psychological Association in its 
brief to the Finance Committee: 


To create an artificial distinction between patients who 

see psychologists in a publicly—-funded institution and those 
who see psychologists in independent practice would be 
unfair and regressive.... In the public sector an already 
overburdened system will only be aggravated and result in 
increased waiting lists and other barriers to access, 
especially on an out-patient basis. 


The Council believes that the same argument holds true for 
independent practices in, for instance, dentistry, nursing, 
nut e_tion. or social. work. 


NACA suggests that the exemption from the GST should 
be extended to those community-based health and social 
services which are tax-exempt if provided in an 
institutional setting and which are delivered by 
service-providers regulated by a recognized 
professional body. 


CONCLUSION 


To enjoy a healthy, self-determining life in the community, 
seniors must have accessible and affordable services, including 
transportation, housing, recreation and a variety of support 
services. NACA believes that the GST proposal still requires 
modification to ensure: 


re) that seniors, especially those with a modest income, do not 
bear a disproportionate tax burden; and 


fe) that it is consistent with ‘current federal health ‘policies. 


NACA urges the federal government to adopt the five proposed 


measures before implementing the Goods and Services Tax. 


Table sk 


Percentage of seniors who receive a full or partial Guaranteed 
Income Supplement (GIS) and sales tax rates, by province, 1989. 


Percentage Provincial 
Province of seniors sales tax 
receiving GIS 


Newfoundland 76% 12% 
Prince Edward Island 67% 10% 
Nova Scotia 57% 10% 
New Brunswick 60% 11% 
Quebec 54% 9% 
Ontario 34% 8% 
Manitoba 46% 71% 
Saskatchewan 48% 71% 
Alberta 41% 0 
British Columbia 28% 6% 
Northwest Territories 714% 0 
Yukon 43% 0 
Source: GIS figures are estimates based on unpublished data 


from the Department of National Health and Welfare. 
Provincial sales tax figures were obtained from the 
provinces. 
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